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San  Francisco  Public  Library  Commission 

100  Larkin  Street 

San  Francisco,  CA  94102 

President  and  Members: 

The  Control  ler's^udits  Division  presents  its  report  on  the  investigation  of  an  allegation 
that  employees  of  the  Bayview  branch  library  (Bayview)  of  the  San  Francisco  Public 
Library  (Library)  were  stealing  money  from  fines  and  other  revenues  collected  by  the 
branch  library.  The  report  indicates  that  because  Bayview  does  not  keep  adequate  records 
of  the  revenues  it  collects,  the  auditors  could  not  determine  if  employees  have  stolen 
money  nor  if  any  money  was  missing.  Nonetheless,  the  auditors  found  significant 
shortcomings  in  the  methods  that  Bayview  uses  to  safeguard  the  cash  it  collects.  The  report 
also  indicates  that  25  other  branch  libraries  lack  sufficient  records  for  the  fines  they  collect. 
The  Library  estimated  it  would  collect  $390,000  in  fine  revenue  for  fiscal  year  1998-99.  To 
ensure  the  Library  collects  all  money  to  which  it  is  entitled,  the  Library  needs  to  improve 
its  procedures  for  accounting  for  and  safeguarding  fines  and  other  revenues. 
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Controller 
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SUMMARY 


RESULTS  IN  BRIEF 

In  responding  to  allegations  that  employees  of  the  Bayview  branch  library  (Bayview)  of 
the  San  Francisco  Public  Library  (Library)  were  stealing  fines  and  other  revenues 
collected  by  Bayview,  we  found  that  Bayview  and  most  of  the  25  other  branch  libraries 
do  not  sufficiently  document  the  fines  they  assess,  collect,  or  waive  for  materials  that 
borrowers  return  late.  Consequently,  our  investigation  could  not  conclude  whether  fines 
and  other  revenues  were  missing  from  Bayview.  Nonetheless,  we  were  able  to  determine 
that  Bayview  exposes  itself  to  the  risk  of  loss  of  the  funds  because  it  does  not  safeguard  the 
revenues  it  does  collect,  and  the  Bayview  fund  custodian  has  waited  from  two  to  six 
months  before  depositing  the  revenue  into  a  bank  account. 

Although  their  accounting  weaknesses  are  not  as  severe  as  those  at  Bayview,  24  of  the  25 
other  branch  libraries  also  exhibit  poor  cash-handling  procedures  and  inadequate  record 
keeping  that  could  lead  to  the  loss  of  library  funds.  The  Library  estimated  it  would  collect 
$390,000  in  fine  revenue  for  fiscal  year  1998-99.  However,  because  of  the  weaknesses  we 
identified  in  the  internal  controls,  the  Library  cannot  ensure  that  it  is  receiving  all 
collections  to  which  it  is  entitled.  Because  of  these  problems  at  its  branch  libraries,  the 
Library  needs  to  implement  new  policies  that  will  ensure  proper  assessing,  collecting, 
recording,  and  depositing  of  fines  and  other  revenues.  In  addition,  the  Library  should 
require  staff  members  to  document  the  instances  in  which  they  waive  fines. 
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INTRODUCTION 


ALLEGATION 

A complainant  alleged  that  employees  in  the  Bayview  branch  library  (Bayview)  of 
the  San  Francisco  Public  Library  were  stealing  money  from  the  fines  and  other 
revenues  collected  at  the  branch  library. 

BACKGROUND 

The  San  Francisco  Public  Library  (Library)  of  the  City  and  County  of  San  Francisco  (City) 
provides  books,  materials,  and  electronic  resources  for  the  children,  youth,  and  adults  of 
San  Francisco.  The  Library  system  includes  the  main  library  located  on  the  Civic  Center 
Plaza  and  26  neighborhood  branch  libraries.  Borrowers  may  borrow  books  and  other 
materials  without  charge  from  the  Library  but  the  Library  assesses  fines  if  borrowers  do 
not  return  the  materials  within  certain  time  limits  or  if  the  borrowers  lose  the  materials. 
The  Library  collected  $393,000  in  fines  in  fiscal  year  1997-98,  and  estimates  it  will  collect 
$390,000  in  fines  in  fiscal  year  1998-99. 

The  main  library  and  all  26  branch  libraries  use  a  computer  system  to  track  the  status  of  all 
the  materials  in  the  Library's  collection,  including  those  lent  to  borrowers.  If  the  borrowers 
do  not  return  materials  by  the  due  dates,  the  Library's  computer  system  automatically  starts 
assessing  fines  ranging  from  $0.10  to  $1.00  a  day.  When  his  or  her  fine  amount  exceeds 
$5.00,  a  borrower  cannot  borrow  any  more  library  materials  until  the  borrower  pays  the 
fine  and  the  Library  deletes  the  accumulated  fine  amount  from  the  computer  system. 
Library  staff  may  also  decide  to  waive  the  fine  and  delete  the  fine  amount  without 
receiving  any  payment  from  the  borrower  because  the  Library  gives  its  librarians  discretion 
to  waive  fine  amounts.  For  example,  one  branch  librarian  told  us  she  waives  fine  amounts 
if  the  borrowers  are  children  who  should  be  encouraged  to  continue  using  library  resources. 

The  Library  maintains  a  commercial  bank  account  into  which  all  the  branch  libraries 
deposit  their  revenues.  As  part  of  the  deposit  procedure,  branch  library  staff  complete  cash 
reports  indicating  the  amounts  of  money  the  branch  libraries  collected  for  late  fees  and 
other  revenues.  The  branch  libraries  are  to  submit  a  copy  of  these  cash  report  to  the 
Library's  accounting  staff,  who  record  the  revenues  into  the  Library's  accounts  in  the 
Controller's  Financial  Accounting  and  Management  Information  System  (FAMIS). 
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SCOPE  AND  METHODOLOGY 


The  purpose  of  our  audit  was  to  investigate  whether  employees  at  the  Bayview  branch 
library  were  stealing  money  from  the  fines  and  other  revenues  they  collected.  To  conduct 
this  investigation,  we  assessed  the  cash  handling  procedures  used  by  the  Bayview  branch 
library,  the  other  branch  libraries,  and  the  main  library.  We  visited  the  main  library  and 
each  of  the  26  branch  libraries  between  January  1 1  and  January  21,  1999,  and  counted  all 
the  cash  the  libraries  had  collected  and  still  retained  at  the  time  of  our  visits.  We 
interviewed  staff  members  at  each  location  to  learn  about  the  cash-handling  procedures. 
We  also  met  with  staff  at  the  main  library  to  obtain  an  understanding  of  the  main  library's 
procedures  for  accounting  for  the  branch  libraries'  cash  collections. 
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RESULTS  OF  INVESTIGATION 


THE  BAYVIEW  BRANCH  LIBRARY'S  INADEQUATE 
RECORDS  PREVENTED  US  FROM  DETERMINING 
WHETHER  EMPLOYEES  STOLE  MONEY 

We  could  not  determine  if  employees  at  the  Bayview  branch  library  (Bayview) 
have  stolen  money  because  Bayview  does  not  keep  adequate  records  of  the  fines 
it  collects.  We  made  an  unannounced  visit  on  January  11,  1999,  to  count  the 
cash  at  Bayview  and  to  inspect  its  accounting  records.  However,  we  could  not  determine  if 
any  cash  was  missing  because  Bayview  does  not  issue  receipts  to  borrowers  who  pay  late 
fines  unless  the  borrowers  specifically  request  receipts.  During  our  visit,  we  found  that 
Bayview  had  issued  very  few  receipts  for  the  fines  it  had  collected.  Furthermore,  Bayview 
does  not  even  keep  a  record  of  the  total  cash  it  receives  each  day  from  fines  and  other 
revenues  from  reserve  fees,  lost  cards,  and  miscellaneous  charges.  Because  Bayview  could 
produce  few  accounting  documents  at  the  time  of  our  visit,  we  were  unable  to  assess 
whether  the  cash  we  counted  represented  all  the  cash  Bayview  had  collected  and  that  no 
cash  was  missing.  Bayview  consistently  issues  receipts  only  when  borrowers  pay  for  lost 
materials  so  that  the  borrower  can  be  reimbursed  if  the  borrower  later  finds  and  returns  the 
materials  to  the  branch  library. 

In  addition  to  the  cash  from  fines  and  other  revenues,  Bayview  is  also  responsible  for  a 
petty  cash  fund  and  a  change  fund  assigned  to  it  by  the  Library.  At  the  time  when  we 
conducted  our  cash  count,  the  branch  librarian  was  on  leave  and  we  interviewed  the  library 
technician  who  is  the  fund  custodian.  We  asked  the  fund  custodian  to  identify  the  amounts 
Bayview  had  for  the  two  funds  and  the  location  where  it  secured  the  funds.  The  fund 
custodian  did  not  know  the  amounts  that  the  Library  had  assigned  to  Bayview.  When  we 
told  her  the  total  amount  of  the  two  funds  was  $20,  she  took  that  amount  from  the  fines 
that  staff  collected  and  indicated  that  the  money  represented  the  cash  for  the  two  funds.  Her 
action  appears  representative  of  her  lack  of  concern  over  Bayview's  responsibility  and 
accountability  for  all  the  funds  received  by  it.  Although  we  could  not  determine  if 
employees  at  Bayview  were  stealing  money  from  revenues,  the  petty  cash  fund,  or  the 
change  fund,  we  identified  a  significant  absence  of  internal  controls  and  management 
responsibility  to  prevent  theft. 

Finally,  we  identified  highly  inappropriate  practices  by  Bayview  in  securing  the  revenues  it 
did  collect.  We  found  that  Bayview  did  not  deposit  the  revenues  it  collected  promptly,  and 
thus  exposed  itself  to  loss  of  the  funds.  When  we  examined  Bayview's  bank  deposit 
records,  we  found  that  from  July  1 995  through  January  1 999,  Bayview  made  deposits 
averaging  $285  only  every  two  months.  However,  the  Office  of  the  Treasurer  recommends 
that  city  departments  deposit  cash  collection  daily.  Moreover,  Bayview  made  a  deposit  of 
$472  in  February  1998  but  did  not  make  another  deposit  until  six  months  later  when 
Bayview  deposited  $920  to  the  Library's  bank  account  in  September  1998.  Because  of 
Bayview's  lack  of  records,  we  could  not  assess  whether  this  amount  was  a  reasonable 
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representation  of  Bayview's  total  collection  of  fines  and  other  revenues  for  six  months. 
According  to  Bayview's  fund  custodian,  she  did  not  see  a  need  to  make  any  deposits  over 
the  six-month  period  because  Bayview  had  not  collected  a  large  amount  of  money. 

OTHER  BRANCH  LIBRARIES  ALSO 
LACK  ADEQUATE  RECORDS  FOR 
THE  REVENUES  THEY  COLLECT 

We  also  found  that  most  of  the  25  other  branch  libraries  do  not  keep  adequate  records  of 
the  fines  they  collect.  In  our  unannounced  visits  to  all  the  branch  libraries,  we  found  that 
the  staff  at  all  the  branch  libraries  did  not  issue  receipts  when  receiving  payments  for  fines 
unless  requested  by  borrowers.  Furthermore,  the  receipts  the  staff  prepares  do  not 
effectively  provide  the  assurance  that  the  staff  members  collecting  the  cash  are  accounting 
for  all  the  cash  they  receive.  Instead  of  using  prenumbered  receipts,  the  staff  members  use 
printouts  from  the  Library's  computer  system  or  issue  handwritten  receipts.  Prenumbered 
receipts,  however,  ensure  that  the  staff  issues  receipts  in  sequential  order  and  that  staff 
members  account  for  every  receipt  they  issue.  If  the  Library  advises  its  borrowers  to 
request  receipts  whenever  making  any  payments,  the  branch  libraries  use  of  prenumbered 
receipts  would  increase  the  assurance  that  staff  members  are  accounting  for  all  cash  they 
collect. 

We  found  that  only  one  of  the  branch  libraries,  the  Merced  branch  library  (Merced),  keeps 
detailed  records  in  a  log  of  the  specific  amounts  each  person  pays  for  fines  and  other 
revenues.  Merced  requires  the  staff  member  accepting  the  payment  also  to  initial  the  log 
when  recording  the  amount.  At  the  end  of  each  day,  a  staff  member  totals  the  amounts 
recorded  in  the  logs  and  reconciles  those  amounts  to  the  total  cash  the  Merced  branch 
library  has  collected. 

The  remaining  24  branch  libraries  do  not  keep  sufficient  records  for  them  to  conduct  any 
reconciliation  of  the  amounts  they  collect  and  the  amounts  they  deposit.  In  addition,  only  3 
of  the  24  branch  libraries  count  and  record  money  collected  at  the  close  of  each  day.  The 
remaining  21  branch  libraries  count  the  cash  they  collect  only  when  staff  is  preparing 
deposit  slips  for  depositing  the  revenues  into  the  Library's  revenue  bank  account.  Although 
a  few  branches  keep  the  fines  they  collect  in  a  locked  drawer,  many  of  the  branch  libraries 
do  not  adequately  secure  the  cash  they  collect.  Instead,  most  branch  libraries  keep  the  cash 
they  collect  in  unlocked  drawers. 

MANY  BRANCH  LIBRARIES  DID  NOT 
DEPOSIT  THEIR  REVENUES  PROMPTLY 

Not  only  do  most  branch  libraries  fail  to  record  the  cash  they  collect,  but  they  also  do  not 
deposit  their  cash  collections  promptly.  This  practice  increases  the  risk  of  loss  or 
misappropriation  of  the  cash.  Although  Bayview  was  the  only  branch  library  that  kept  its 
revenues  more  than  six  months  before  depositing  its  revenues,  we  also  identified  three 
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other  branch  libraries  that  retained  their  revenues  for  a  few  months  before  depositing  the 
revenues.  Ten  other  branch  libraries  retained  the  money  from  fines  and  other  revenues  for 
two  weeks  to  a  month  before  depositing  the  money.  Only  12  of  the  26  branch  libraries 
generally  deposited  their  cash  collections  on  a  weekly  basis.  However,  as  we  discussed 
previously,  the  Office  of  the  Treasurer  recommends  city  departments  deposit  cash 
collections  daily. 

Further,  we  found  that  one  branch  library,  the  Visitation  branch  library,  had  not  informed 
the  Library  of  its  cash  deposits.  Although  staff  members  at  this  branch  library  regularly 
deposited  the  branch  library's  revenues,  the  staff  members  did  not  submit  any  cash  reports 
to  the  Library  from  July  1998  through  January  1999.  As  a  result,  the  Library  did  not  record 
any  revenues  for  this  branch  library  and  understated  the  total  revenues  the  Library  collected 
from  fines. 

Yet  another  branch  library,  the  Noe  Valley  branch  library  (Noe  Valley),  was  often  late  in 
submitting  its  cash  reports  to  the  Library.  Noe  Valley's  fund  custodian  explained  that  the 
branch  library  had  a  shortage  of  staff  that  prevented  it  from  submitting  the  reports 
promptly.  We  noted  that  Noe  Valley  had  not  submitted  any  cash  reports  for  a  two-month 
period.  However,  all  branch  libraries  need  to  submit  cash  reports  promptly  so  that  the 
Library  can  accurately  record  all  the  revenues  the  Library  has  collected. 

THE  MAIN  LIBRARY  HAS  EFFECTIVE 

PROCEDURES  FOR  RECORDING  CASH  COLLECTIONS 

We  found  that  unlike  the  branch  libraries,  the  main  library  uses  cash  registers  to  record  the 
cash  collected  from  fines  and  other  revenues.  We  found  that  staff  members  provide  printed 
cash  register  receipts  to  borrowers.  At  the  end  of  each  day,  a  supervisor  closes  the  cash 
registers  and  reconciles  the  cash  register  tapes  to  the  money  collected  for  the  day.  In 
addition,  main  library  staff  submits  daily  cash  reports  and  reconciliation  reports  to  the 
Library's  finance  department. 

THE  LIBRARY  DOES  NOT  SUFFICIENTLY 
MONITOR  REVENUES  ASSESSED  AND 
COLLECTED  FOR  FINES 

The  Library  does  not  keep  track  of  the  fines  assessed  to  borrowers  and  therefore  cannot  be 
certain  that  library  staff  has  not  misappropriated  money  that  belongs  to  the  City.  Although 
it  keeps  track  of  the  fines  that  it  deposits,  the  Library  cannot  be  sure  that  the  amounts 
deposited  represent  all  fines  collected.  The  Library  allows  librarians  the  discretion  to  waive 
fines.  However,  the  computer  system  the  Library  uses  does  not  keep  permanent  records  of 
the  fines  waived  or  paid.  As  a  result,  the  Library  has  little  assurance  that  the  amounts 
deposited  by  staff  members  at  the  main  library  and  at  the  branch  libraries  represent  all  the 
cash  they  have  collected.  Furthermore,  the  Library  does  not  record  the  circumstances  under 
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which  the  staff  members  waived  payments  of  fines.  Without  maintaining  such  records,  the 
Library  exposes  itself  to  abuse  of  the  librarian's  ability  to  waive  fines  and  increases  the  risk 
of  revenue  loss. 

The  Library  estimated  it  would  collect  $390,000  in  fines  for  fiscal  year  1998-99  and, 
according  to  FAMIS,  the  Library  collected  approximately  $226,000  in  fines  for  the  first 
seven  months  of  the  fiscal  year.  However,  because  of  the  possibly  of  unwarranted  waivers 
of  fines  or  missing  revenues  through  misappropriation  of  funds,  the  Library  cannot  ensure 
it  is  receiving  all  collections  to  which  it  is  entitled. 

RECOMMENDATIONS 

The  San  Francisco  Public  Library  should  take  the  following  actions  to  ensure  that  it 
properly  collects  and  account  for  fines  and  other  revenues: 

•  Keep  track  of  all  the  fines  assessed,  and  separately  record  fines  assessed,  waived,  and 
collected.  To  accomplish  this  goal,  the  Library  should  investigate  whether  it  is  cost- 
effective  to  use  its  current  computer  system  to  track  fines.  If  not,  the  Library  should 
consider  using  cash  registers  at  all  its  branch  locations  or  requiring  the  use  of 
prenumbered  receipts  for  staff  to  record  all  instances  in  which  borrowers  pay  fines  or 
receive  waivers.  Staff  members  should  record  the  amount  of  the  fine  assessed  or 
waived,  and  the  amount  collected.  The  Library  should  display  prominent  signs  at  all 
locations  where  borrowers  pay  fines  to  advise  them  to  ask  for  receipts  when  making 
any  payments. 

•  Provide  written  cash-handling  policies  and  procedures  to  all  staff  members  at  the  main 
and  branch  libraries  so  that  staff  can  implement  the  above  recommendation.  The 
Library  should  also  provide  direction  on  the  need  to  safeguard  and  segregate 
adequately  the  petty  cash  fund  and  change  fund  assigned  to  the  various  units  within  the 
Library,  including  the  branch  libraries. 

•  Require  the  branch  libraries  and  the  units  within  the  main  library  collecting  cash  to 
deposit  cash  collections  at  least  weekly.  The  Library  should  require  all  units  to  provide 
cash  reports  that  list  the  total  fines  assessed,  waived,  and  collected  and  also  the  money 
deposited  to  the  Library's  bank  account.  The  Library  should  reconcile  these  records  to 
ensure  that  all  units  properly  account  for  the  fines  they  assess  and  collect. 

•  Consider  taking  disciplinary  action  against  the  fund  custodian  at  Bayview  branch 
library.  Although  we  could  not  determine  if  employees  were  stealing  money,  Bayview 
had  the  poorest  record  for  accounting  and  safeguarding  its  revenues  and  other  funds 
entrusted  to  it,  and  its  fund  custodian  does  not  appear  to  take  her  fiduciary  duties 
seriously. 
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We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 

Staff:  Kathleen  Lucey,  Audit  Manager 
Wayne  Chan 
Jane  Mason 
Edvida  Moore 
Winnie  Woo 
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San  Francisco  Public  Library 


ACCESS, 


E  M  r  O 


July  2,  1999 


Mr.  Edward  M.  Harrington,  Controller 
City  Hall,  Room  316 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 


Dear  Mr.  Harrington, 

We  appreciate  the  opportunity  to  respond  to  the  findings  of  your  staffs  audit  of  the  Library's  cash  management 
practices.  As  previously  indicated,  the  San  Francisco  Public  Library  (SFPL)  was  the  subject  of  an  outside  audit 
that  was  commissioned  by  the  Mayor  in  January  1997.  That  audit  was  in  response  to  budgetary  shortfalls  that 
were  projected  in  FY  1996-97;  and,  more  significantly,  concerns  over  the  Library's  future  financial 
performance.  Although  that  audit  did  not  specifically  review  the  Library's  cash  management  practices,  it  did 
cover  a  number  of  financial  management  issues  and  it  pointed  out,  among  other  things,  the  need  for  a  chief 
financial  officer  (CFO)  to  oversee  financial  operations  at  the  Library. 

A  CFO  was  hired  in  June  1998.  In  addition,  two  new  accountants  with  solid  backgrounds  in  governmental 
accounting  have  also  recently  been  hired.   I  mention  this  because  prior  to  your  office's  audit,  the  CFO 
conducted  a  preliminary  review  of  the  Library's  financial  operations  and  identified  the  need  for  tighter  controls 
and  written  procedures  in  many  areas  including  cash  management.  However,  due  to  inadequate  staff  resources 
and  other  pressing  needs,  few  steps  were  taken  beyond  the  initial  review.  With  the  recent  addition  of  the  two 
experienced  accountants,  we  now  have  the  staff  in  place  to  address  the  immediate  concerns  raised  in  the  report 
and  to  accomplish  our  long-term  goal  of  improving  all  aspects  of  our  financial  operations. 

In  regard  to  the  audit  and  the  specific  findings  and  recommendations,  we  respectfully  submit  the  attached  report. 
Should  you  have  any  questions  regarding  our  response,  please  call  me  at  (415)  557-4232;  or,  Finance  Director 
George  Nichols  at  (4 1 5)  557-4248. 


Susan  Hildreth 
Deputy  City  Librarian 


cc:  George  Nichols,  Finance 
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SFPL'S  RESPONSE  TO  FINDINGS 


1.   THE  BAYVTEW  BRANCH  LIBRARY'S  INADEQUATE  RECORDS  PREVENTED  US  FROM 
DETERMINING  WHETHER  EMPLOYEES  STOLE  MONEY 

The  allegation  that  funds  have  been  misappropriated  is  a  very  serious  matter  -  one  that  the  Library  takes 
very  seriously.  One  of  our  goals  is  to  ensure  that  appropriate  controls  are  in-place  to  fully  account  for  all 
revenue  collected  and  to  substantially  reduce,  if  not  eliminate,  the  opportunity  for  misappropriation.  As 
reported,  the  Library  does  not  have  in-place  the  internal  controls  it  needs  to  ensure  that  revenue  is  properly 
managed  and  accounted  for.  However,  we  are  taking  steps  to  improve  our  performance  in  this  area. 
Internal  procedures  are  being  written  by  the  Finance  Office  and  these  will  be  distributed  shortly  after  the 
start  of  the  next  fiscal  year;  a  meeting  with  the  Branch  Managers  to  discuss  the  audit  and  its  findings  is 
scheduled  for  July  2,  1999;  training  sessions  are  being  planned  following  the  distribution  of  written  policies 
and  instructions;  and,  the  materials  needed  by  Branch  Managers  to  more  effectively  manage  revolving  and 
change  funds;  as  well  as  revenue  collected  from  fines,  fees,  and  miscellaneous  charges  will  be  obtained. 

Procedurally,  branch  staff  will  be  instructed  to: 

♦  Segregate  petty  cash  funds,  change  funds,  and  revenue  collected  from  fines  and  fees.  This  requirement 
will  prevent  co-mingling  and  improve  control  of  these  funds.  Staff  will  be  specifically  instructed  that 
under  no  circumstances  should  they  make  expenditures  from  change  funds  or  revenue  funds. 

♦  Establish  a  ledger  to  record  expenditures  from  and  reimbursement  to  their  revolving  fund. 

♦  Establish  a  separate  ledger  to  record  collection  of  revenue  from  fines  and  fees  (i.e.,  lost  books, 
materials,  library  cards,  and  other  charges).  Staff  will  be  instructed  to  record  revenue  by  revenue  type 
and  to  reconcile  cash  received  on  a  daily  basis.  This  requirement  will  improve  record-keeping, 
reconciliation,  and  reporting. 

♦  Purchase  and  install  cash  registers  in  each  branch  and  issue  receipts  for  all  payments  received.  The 
library  plans  to  do  this  over  the  next  six  to  eight  weeks.  Staff  will  also  be  trained  in  the  use  of  the  cash 
registers  and  instructed  to  receipt  each  patron  upon  payment.  Signs  will  be  posted  reminding  patrons  to 
obtain  a  receipt  if  payment  is  made. 

♦  Reconcile  revenue  on  a  daily  basis  by  matching  receipts  issued  with  cash  received. 

♦  Make  bank  deposits  on  a  weekly  basis. 

♦  Submit  detailed  cash  reports  to  the  Finance  Office  on  a  weekly  basis. 

♦  Secure  revenue  in  a  small  safe,  lock-box,  or  locking  file  cabinet  to  reduce  the  opportunity  for 
misappropriation.  Safes,  lock-boxes,  or  locking  files  will  be  provided  to  each  branch  library. 
Furthermore,  staff  will  be  instructed  to  physically  separate  funds  daily  by  using  different  colored 
zippered  pouches.  These  will  also  be  provided  to  the  branch  libraries. 

♦  Additionally,  the  Finance  Office  starting  in  FY  1999-2000  will  randomly  audit  branch  operations  to 
ensure  compliance  with  the  requirements  outlined  above. 
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2.  OTHER  BRANCH  LIBRARIES  ALSO  LACK  ADEQUATE  RECORDS  FOR  THE  REVENUES 
THEY  COLLECT 

Inadequate  record-keeping,  the  issuing  of  receipts  to  patrons  only  upon  request,  the  use  of  informal  methods 
and  forms  to  provide  receipts  to  patrons,  irregular  reconciliation  and  deposit  of  receipts,  the  lack  of  regular 
reporting  to  the  Finance  Office  of  cash  received  and  deposited,  and  insufficient  methods  of  safeguarding  or 
storing  cash  between  deposits  are  to  varying  degrees,  problems  throughout  the  system.  In  addition, 
inadequate  control  and  oversight  exercised  centrally  has  contributed  to  these  problems. 

Implementing  the  requirements  outlined  above  through  written  policies  and  procedures,  training  staff  who 
handle  cash  on  proper  procedures,  providing  branch  managers  and  staff  with  the  tools  (i.e.,  ledgers,  receipt 
books,  small  safes  or  lock-boxes)  needed  to  effectively  manage  cash  received,  and  random  auditing  of 
branch  operations  should  significantly  improve  the  Library's  performance. 

3.  MANY  BRANCHES  DID  NOT  DEPOSIT  REVENUE  PROMPTLY 

As  pointed  out  in  the  audit  report,  irregular  and  untimely  deposit  of  revenue  increases  the  risk  of  loss  or 
theft.  Also,  irregular  and  untimely  reporting  to  the  Finance  Office  of  the  cash  received  and  deposited  also 
increases  the  potential  for  misappropriation  or  loss.  As  pointed  out  above,  all  branch  libraries  will  be 
required  to  make  cash  deposits  and  to  submit  detailed  cash  reports  to  the  Finance  Office  on  a  weekly  basis. 
Staff  in  the  Finance  Office  will  monitor  compliance  with  these  requirements,  follow-up  with  those  who  do 
not  comply,  and  take  corrective  action  when  necessary. 

4.  THE  LIBRARY  DOES  NOT  SUFFICIENTLY  MONITOR  REVENUES  ASSESSED  AND 
COLLECTED  FOR  FINES 

The  lack  of  central  control  or  oversight  of  fines,  fees,  and  other  charges  assessed  and  collected  by  the  branch 
libraries  has  been  a  long-standing  problem  that  also  increases  the  risk  of  misappropriation  or  loss  of  funds. 
To  correct  this  situation,  the  Finance  Office  will  issue  to  each  branch,  written  policies  and  procedures  on 
cash  management.  Written  instructions  will  be  followed  by  training  so  that  respective  roles,  responsibilities, 
and  expectations  will  be  very  clear. 

To  improve  cash  management  practices  at  the  branch  level  and  to  improve  oversight  by  the  Finance  Office, 
each  branch  library  will  be  required  to: 

♦  Issue  a  receipt  to  everv  patron  who  makes  a  payment.  Over  the  next  six  weeks  the  Library  purchase  and 
install  cash  registers  in  each  of  the  branch  libraries. 

♦  Until  registers  are  installed,  each  branch  will  record  each  payment  made  on  the  daily  Cash  Receipt 
Report  (SFPL  3435).  This  will  immediately  improve  record-keeping  and  facilitate  daily  reconciliation 
of  cash  at  the  end  of  each  day.  The  daily  forms  will  be  submitted  to  the  Finance  Office  on  a  weekly 
basis.  Once  registers  are  installed,  the  tape  will  serve  as  the  record  of  transaction. 

♦  On  a  weekly  basis,  each  branch  library  will  be  instructed  to  prepare  and  submit  to  the  Finance  Office  the 
a  Cash  Receipt  Report  (SFPL  3435)  which  summarizes  by  source  of  revenue  (i.e.,  lost  book 
replacement  cost,  lost  book  processing  fee,  late  fee,  etc.)  payments  made  by  patrons;  and  the 
Registration  Depart.  Actual  Receipts  Report  (SFPL  300)  which  summarizes  weekly  revenue  by  cash, 
coin,  and  check.  This  report  will  also  be  submitted  to  the  Finance  Office  on  a  weekly  basis. 
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♦    Make  bank  deposits  weekly.  Branch  staff  will  be  instructed  to  use  the  pre-printed  deposit  slips  provided 
them  by  the  bank.  Branch  staff  will  be  instructed  to  submit  the  original  deposit  slip  or  transaction 
record  received  from  the  bank  to  the  Finance  Office  along  with  the  daily  and  weekly  (2)  reports. 

The  use  of  these  forms  will  improve  record-keeping,  reconciliation,  and  reporting  at  the  branch  level;  and 
reduce  the  risk  of  loss  or  misappropriation.. 

SFPL/S  RESPONSE  TO  RECOMMENDATIONS 

In  regard  to  the  specific  recommendations  contained  in  the  audit  report; 

♦  Keep  track  of  all  fines  assessed  and  separately  record  fines  waived  and  collected.  By  implementing  the 
requirements  described  above,  the  Library  will  be  able  to  track  all  fines  and  fees  collected  by  the  branch. 
Until  registers  are  installed,  requiring  staff  to  record  payments  on  the  daily  Cash  Receipt  Report  (SFPL 
3435)  and  reminding  patrons  to  request  a  written  receipt  will  greatly  reduce  the  risk  of  misappropriation.  In 
regard  to  fee  waivers,  we  believe  it  is  difficult  to  receipt  or  record  each  waiver  due  to  the  number  of  waivers 
made  and  the  very  small  amounts  involved.  Waivers  are  made  primarily  for  late  return  fees  and 
documenting  each  waiver  with  a  hand-written  receipt  would  adversely  impact  public  service  objectives 
particularly  in  the  larger  and  busier  branch  libraries.  This  concern  however,  may  be  mitigated  once  registers 
are  installed. 

♦  Use  the  DRA.  System  or  cash  registers;  or,  use  pre-numbered  receipts  to  record  amount  of  the  fine 
collected  or  the  amount  waived.  The  Library  will  purchase  cash  registers  for  the  branch.  Cash  registers 
will  record  payments  -  and  possibly  waivers  as  "no  sales"  -  and  would  automatically  create  a  receipt  for  the 
patron  and  a  record  of  the  transaction.  In  the  interim,  branch  libraries  will  be  instructed  to  record  each 
payment  on  the  daily  Cash  Receipt  Report  (SFPL  3435). 

♦  Prominently  display  signs  advising  patrons  to  request  a  receipt  when  making  payment.  The  Library 
will  post  signs  reminding  patrons  to  request  a  receipt  when  payment  is  made. 

♦  Provide  written  cash  handling  policies  and  procedures  to  all  staff  at  the  main  and  the  branch 
libraries.  Provide  direction  on  the  need  to  safeguard  and  segregate  the  petty  cash  fund  and  the 
change  fund.    Cash  management  policies  and  procedures  are  being  written  and  will  be  distributed  early  in 
FY  1999-2000.  The  distribution  of  written  materials  will  be  followed  by  training  so  that  staff  are  clear  on 
their  fiduciary  roles  and  responsibilities. 

♦  Require  at  a  minimum,  weekly  deposits.  Require  cash  reports  that  list  total  fines  assessed,  waived, 
and  collected;  and,  the  money  deposited  in  the  account.    Deposits  and  reports  will  be  required  on  a 
weekly  basis.  The  reports  will  include  data  on  fines  and  fees  assessed,  collected,  or  waived. 

♦  Take  disciplinary  action  against  the  librarian  at  Bayview  Branch  Library.  The  matter  of  discipline 
will  be  discussed  with  the  Library's  Human  Resources  Director  and  appropriate  action  will  be  taken.  We 
are  treating  the  allegations,  as  well  as  the  findings  and  recommendations  of  the  auditors  very  seriously. 
However,  we  believe  that  the  problems  enumerated  in  the  report  result  from  the  lack  of  consistent  direction, 
oversight,  and  training;  and  not  from  deliberate  malfeasance  on  the  part  of  staff.  Librarians,  like  most 
professionals  who  are  also  managers  or  supervisors,  are  focused  more  on  content  issues  (i.e.,  public  service) 
sometimes  to  the  detriment  of  other  responsibilities.  The  exercise  of  effective  management  is  very  much 
dependent  on  training  and  support  -  something  that  has  not  been  provided  on  a  consistent  basis  in  the  past. 
Every  effort  will  be  made  to  educate  branch  managers  of  their  fiduciary  responsibilities. 
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Board  of  Supervisors 
Civil  Grand  Jury 
Treasurer 
Budget  Analyst 
KPMG  Peat  Marwick 
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